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Preface

On January 31, 1984, on its own motion, the United States International
Trade Commission instituted an investigation under section 332(b) of the
Tariff Act of 1930 (19 U.S.C. 1332(b)) for the purpose of assessing the impact
of tariff and nontariff barriers on the competitive position of the United
States in the world trade of sheet vinyl flooring. The investigation was
instituted following receipt of a request therefor dated December 20, 1983,
from the subcommittee on Trade of the House Committee on Ways and Means. 1/

In accordance with the Subcommittee's request, the Commission's investigation
was restricted to the use of nonproprietary data due to the small number of
U.S. manufacturers of sheet vinyl flooring and the possibility of linking data
to a particular manufacturer. The Commission's notice of investigation was
published in the Federal Register on February 8, 1984. 2/

The information in this report was obtained from field work,
questionnaires, the Commission's files, private individuals and organizations,
the U.S. and foreign governments, and other sources. Written comments were
solicited, but none other than those accompanying questionnaires were
received. In addition to staff fieldwork, the primary source of information
on market conditions in the United States and abroad, and the U.S. and foreign
industries were the responses to questionnaires. Questionnaires and files
maintained by the United States Trade Representative were used to collect
information on nontariff barriers to U.S. exports. Questionnaires were sent
to the 5 firms that produced sheet vinyl flooring in the United States during
1981-83, the 10 largest importers during the period, and 9 representative U.S.
purchasers and distributors of sheet vinyl flooring.

1/ A copy of the request by the Subcommittee is reproduced in app. A.
2/ A copy of the Commission's notice of investigation is reproduced in
app. B.
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Executive Summary

The products covered in this investigation are floor coverings produced
and sold in sheet form that are made wholly or in chief value of vinyl
plastics. Flooring that is wholly plastic consists of pure polyvinyl chloride
(PVC) sheet; the remaining products consist of flooring made with a vinyl
layer fused to a nonvinyl or partially vinyl backing and covered with a wear
layer. Design patterns on this type of flooring are produced in two
manners—--rotogravure, in which the pattern is printed on the surface of the
vinyl layer; and inlaid, in which pulverized vinyl is applied in patterns on
the backing before being fused. Surface textures are created either through
mechanical embossing, an impression process that can. be used on any type of
sheet vinyl flooring, or chemical embossing, which can be used only on

rotogravure products. Chemical embossing is generally regarded as superior to
mechanical embossing.

Rotogravure products are generally sold for residential use, both
remodeling/repair and new construction. 1Inlaid is also sold for residential
use. Rotogravure, inlaid and some pure PVC sheet are used in light commercial
applications, such as office use. Heavy commercial usage is most often met
with inlaid and pure PVC sheet and consists of high-traffic areas, public
areas, and speciality uses such as hospital operating rooms and clean rooms.

There are four manufacturers of rotogravure sheet vinyl flooring in the
United States; one of these also manufactures inlaid flooring. One U.S.
producer has menufacturing subsidiaries in Canada, Australia, and Europe.
Sheet vinyl flooring is produced in at least 14 countries. Of most importance
in international trade are producers in Canada, the European Community (EC),
Sweden, Japan and, to a lesser extent, the Republic of Korea (Korea) and
Taiwan. There is also production in Brazil, Australia, and Yugoslavia.
Rotogravure is produced in every producing country; PVC sheet, in Europe and

Japan; and inlaid sheet, in Japan.

The highlights of the Commission's investigation into international trade
in sheet vinyl floor coverings are as follows:

Markets

o The United States, with estimated apparent consumption of
155 million square yards valued at $552 million, in 1983
is the world's largest market for sheet vinyl flooring.

Estimated apparent U.S8. consumption of sheet vinyl flooring in 1983 was
up 13 percent in quantity and 17 percent in value over consumption in 1981.
Imports increased from 8 million square yards valued at $13 million, in 1981,
to 14 million square yards, valued at $21 million, in 1983, when they
accounted for 9 percent of consumption by quantity and 4 percent by value.
Rotogravure flooring accounted for 75 to 80 percent of the market (116 million
to 124 million square yards in 1983), with inlaid accounting for most of the
remainder. Residential sales accounted for 85 to 90 percent of the market
(132 million to 140 million square yards in 1983), including 6 percent for
manufactured housing and less than 10 percent for the do-it-yourself market;
heavy commercial usage accounted for 5 to 7 percent, and light commercial, the
remainder.
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o Europe is the second largest world market; the European in-
dustry is suffering from significant production overcapa-
city of rotogravure sheet.

: Estimated consumption of all sheet vinyl flooring in Europe in 1983 was
100 million square yards, valued at $350 million to $400 million. There are
12 major European manufacturers of sheet vinyl flooring vying for a market
that is smaller than the United States., Current European production is
estimated to be operating at 50 percent of capacity. Imports from the United
States account for very little of the European market.

o The other developed countries constitute the remaining major
’ markets for sheet vinyl flooring.

A country must have reached a certain level of industrial development
before offering more than a limited market for sheet vinyl floor coverings,
which are fairly expensive flooring options. Canada is the third largest
market——-served primarily by domestic and U.S. manufacturers. Apparent
consumption of sheet vinyl flooring in Japan was an estimated 60 million
square yards in 1982, nearly all of which was supplied by local
manufacturers. The Australian market is estimated at 10 million square yards
and is served by both domestic production and imports.

Customs treatment and barriers to trade

o Overall, the United States offers the most liberal tariff
treatment for imports of sheet vinyl flooring. The
remaining developed country markets average lower tariff
rates then do developing countries on imports of sheet
vinyl floor coverings.

The U.S. column 1 rate of duty on imports of sheet vinyl floor coverings
is 6.5 percent ad valorem; the LDDC rate or the negotiated column 1 rate is
5.3 percent ad valorem. The basis of customs valuation is generally free on
board (f.o.b.) port of exportation. Imports under TSUSA item 728.2440, sheet
vinyl floor coverings, are eligible for duty-free treatment under the
Generalized System of Preferences, including imports from both Taiwan and
Korea.

Developed country tariff rates on sheet vinyl flooring range from a low
of 4.4 percent ad valorem for some sheet in Sweden to a high of 30 percent ad
valorem for pure PVC sheet in Australia. Duty rates applied by Brazil, Korea,
Mexico, and Taiwan range from a low of 30 percent for Korea to a high of
185 percent on some sheet for Brazil.

In addition to various country association duty-rate preferences offered
by many countries, all the developed countries listed offer some manner of
preferences for imports from developing countries, ranging from duty-free
entry for the EC, Japan, and Sweden, to a reduction of 10 percentage points
off the ad valorem rate for Australia. Japan and Australia, like the United
States, extend these preferences to imports from both Korea and Taiwan. The

remaining countries exclude imports from Taiwan. .
. V1



Australia and Canada, like the United States, use f.o.b. value as the

basis for computing duty, although Canada does not always include inland
transportation in the country of export. The remaining countries use cost,
insurance, freight (c.i.f.) value.

o Duty is generally not a significant factor in determining
trade in sheet vinyl flooring.

In general, the duty paid on imports is only a minor cost factor
affecting the price. Price is reported to be less important than color,
style, ease of maintenance, and durability in the ultimate consumer's purchase
decision. Although tariffs do result in higher costs, unless they represent a
large percentage of the total cost, as is the case in developing countries,
they are less important than other price and nonprice factors. It should be
noted, however, that the use of c.i.f. value as the basis for customs
valuation tends to magnify an important cost factor--transportation cost--and,
therefore, favors those producers that are closest to the market (usually
domestic producers).

o Of the various nontariff barriers to trade in sheet vinyl
flooring, only total embargoes were product specific.

Absolute embargoes to imports of sheet vinyl flooring were reported by
U.S., menufacturers to be in effect for Brezil, Colombia, India, Jamaica,
Mexico, the Philippines, Trinidad, and Venezuela. No other product-specific
discriminatory barriers were reported.

o Although nontariff barriers were reported for 27 markets or
potential markets, in general, those countries with the
barriers most disruptive to trade are countries which

offer minimal markets for sheet vinyl flooring.

Barriers most commonly reported for developed markets were primarily
standards and customs regulations that U.S. exports had little difficulty in
meeting. It is the developing countries that are reported to have the most
trade-disruptive barriers, ranging from general policies designed to
discourage imports to outright embargoes. However, nontariff barriers other
than embargoes are far less important in affecting international trade in
sheet vinyl flooring than are other competition factors, such as
transportation costs and the distribution network.

Othér factors of competition

o The widespread use of a patented chemical embossing process
for rotogravure sheet production resulted in limited inter—
national trade in these products. The expiration of the

patents in vaerious market countries has opened up these
markets.

The chemical embossing process developed and patented by one U.S.
menufacturer was widely licensed for use throughout the world. The ¥érms of
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these licenses resulted in relatively restricted markets and international
trade for rotogravure products. During the period 1980 to the present, the
patents for this process expired in all but four producing countries. The
patents in three of the four remaining producing countries will expire in
September 1984, and the fourth, in 1985. The expiration of the patent in the
United States in December 1983 legally opened the U.S. market to imports of
the products from Japan and most European countries. This was considered "
particularly important to the European producers in light of their unused
capacity.

o Certain distribution systems, such as the widespread use of
distributors that sell only one manufacturer's sheet vinyl

flooring in the United States, effectively limit import
penetration.

Producers in the United States and Canada rely primarily on
single-supplier distributors (captive suppliers) to sell the major portion of
their production. Even without patent protection, this distribution systems
renders quick penetration of the market impossible without purchasing an
existing distribution network. Such an option is limited because of the
limited number of existing networks, few if any of which may be for sale.
Certain importers have employed one of two alternatives to buying a network.
They build a new distribution network or they sell primarily to retail outlets
on a price basis to enter the do-it-yourself residential market. However the
first alternative is time consuming, and the second is limited because the
do-it-yourself market for sheet vinyl flooring is limited.

Similarly, the Japanese distribution system, with its multitude of levels
and frequent reliance on historical and social relationships, makes importing
into that market very difficult. :

o Transportation costs are the primary nonproduction cost fac-
tor affecting international trade in sheet vinyl flooring.

Transportation accounts for 15 to 25 percent of the total delivered cost
of sheet vinyl flooring at the first level of distribution. Ocean freight
accounted for 7 to 10 percent of the landed cost of U.S. imports during
1981-83 and is estimated to be higher for U.S. exports. Transportation costs
are the single most important nonproduction cost factor, resulting in an
almost universal advantage to the closest (usually domestic) producer. This
problem, along with that of tariff and nontariff barriers, is often solved by
establishing foreign production facilities. The transportation cost penalty,
along with the single supplier distribution system, will probably represent an
obstacle to any great U.S. market penetration by European rotogravure
producers. Similarly, the transportation cost adds a burden to almost all
U.S. exports, except those to Canada. Transportation costs pose an
approximately equal disadvantage for U.S. and Canadian producers in most of
North America. Also, transportation cost is less a factor in competition
between imports from Asia and the domestic product on the west coast, because
the ocean freight costs for the imports roughly equal the inland
transportation costs from domestic factories on the east coast.

viii
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o Exchange-rate fluctuations affect the U.S. industry's cost
factors and competitive position.

In general, U.S. manufacturers reported that the strong U.S. dollar
caused their exports to be more expensive in foreign markets, thus
exacerbating the cost disadvantages they experience in foreign markets. Some
industry representatives indicated that the same strength of the dollar
resulted in imports into the United States that were less expensive, partially
or wholly negating the transportation cost advantage enjoyed by domestic
products over imports.

X






Description and Uses

Sheet vinyl floor coverings are floor coverings sold in sheet form of
varying widths and lengths made either wholly or in chief value of vinyl
plastics. Sheet vinyl flooring is generally manufactured in widths of 6 and
12 feet (2 and 4 meters abroad), but may also be produced in widths of 4, 9,
and 14 feet. These floor coverings are manufactured in lengths up to 4,000
feet and are then cut for distribution to lengths ranging from 55 to 180 feet.

There are two basic types of sheet vinyl flooring--those made wholly of
vinyl and those composed in chief value of vinyl. Flooring made wholly of
vinyl is composed of a solid polyvinyl chloride (PVC) sheet which may contain
a protective vinyl surface known as a wear layer. Such flooring is unbacked,
and any pattern extends all the way through the thickness of the sheet.

Sheets made in part of vinyl are produced by fusing the vinyl layer to a
variety of backings such as mineral felt, glass mesh and polyvinyl chloride,
fibrous polyester glass and clay, or eurothene foam. Mineral felt is the most
commonly used backing in the United States. The backing, the vinyl material,
and the wear layer (generally of vinyl composition) are fused together by a
process called calendaring, wherein two or more cylinders revolve in close
proximity to one another in such a way that materials passing between the
cylinders are glazed together. Calendaring can be accomplished with a
combination of heat, pressure, and, sometimes, chemical agents.

Design patterns for vinyl floor coverings other than pure PVC sheet are
produced through two techniques--rotogravure and inlay. Rotogravure, the
principal method of producing patterns, is a printing process in which the
image is etched onto the surface of a cylinder, creating minute cells of
varying depth from which the ink is transferred to the print surface, either
directly or by way of pressure from an impression roll and capsulating
action. Inlaid flooring is made by a process in which a vinyl material is
pulverized into a color powder or pieces, sifted through a metal stencil onto
a treated backing, and then fused to the backing. The backing in this case
may be temporary--used in the production process and then removed--or it may
. be permanent. As is the case for pure PVC sheet flooring, the design of
inlaid flooring extends through the thickness of the sheet (except for any
backing), whereas the design of the rotogravure flooring is on the surface
only. This lends particular importance to the wear layer on the rotogravure
flooring. Wear layers are of varying composition (usually vinyl plastics) and
are produced by various methods. Both the formulas and methods of production
are generally trade secrets.

~ The texture design of the surface is accomplished through embossing,
either mechanically or chemically. Mechanical embossing can be used with any
type of sheet vinyl flooring and consists of the creation of the texture
through impression. Chemical embossing may be used only on rotogravure
products. After printing, the vinyl layer is expanded, usually during
calendaring or application of the wear layer. In chemical embossing,
retardant chemicals are mixed in with certain of the inks used in the
rotogravure, and the vinyl does not expand as much where these inks are
printed, creating the textured surface. Chemical embossing allows for
texturing that matches a more detailed pattern than is possible with

1



mechanical embossing. Furthermore, by varying the amount of retardent in
different inks, chemical embossing can be used to create a number of different
surface pattern depths on one sheet in a single operation. It should be noted
that most chemical embossing done in the world today stems from the process
developed, patented, and licensed by one U.S. flooring manufacturer.

The market for sheet vinyl flooring may be divided into two major
segments, residential and commercial. Residential use is confined to homes,
usually in kitchens, bathrooms, foyers or entranceways, and family or
recreation rooms. A special submarket of the residential market is that for
manufactured homes, which includes prefab or modular houses, mobile homes, and
recreational vehicles. The commercial market may be divided further into
light commercial and heavy commercial. An example of light commercial use is
an office where traffic and wear is not a major problem. Light commercial use
is similar to residential use in wear requirements. Heavy commercial use
includes hospitals, airports, train and bus stations, schools, malls, and
public areas of commercial buildings, such as lobbies and hallways, where
traffic is heavy. Certain specialty markets, such as hospital operating rooms
and clean rooms, are also included in the heavy commercial category. Nearly
all these markets can be further classified as either new construction or
remodel/replacement.

Typical products sold for residential use are rotogravure and inlaid,
generally in widths of 6 and 12 feet. In the manufactured homes submarket,
these products mey also be sold in widths of 14 feet. Light commercial use is
similar to residential and includes primarily rotogravure and inlaid, with a
small amount of pure PVC sheet. Widths are again generally 6 and 12 feet.
The use of rotogravure diminishes considerably in the heavy commercial
markets; pure PVC and inlaid flooring are most commonly sold for these uses.
Widths of 6 and 12 feet (particularly 12 feet) are common, along with
4-foot-wide pure PVC flooring used in special applications. Installation for
commercial use most often includes heat or chemical sealing of the seams,
which is not as common in residential installationmn.

Industry Profiles

The U.S. industr

There are currently four U.S. manufacturers of sheet vinyl flooring;
these firms are located in Pennsylvania and New Jersey. A fifth, a smaller
manufacturer located in the area of Miami, Fla., ceased production of sheet
vinyl flooring in 1982. Of the four existing producers, two also import some
sheet vinyl flooring, one has foreign subsidiaries manufacturing sheet vinyl
flooring, and another is a subsidiary of a Swedish manufacturer. Two of the
four manufacture other textile and nontextile floorings in the United States,
and all four export sheet vinyl floorings to some extent. ‘

Each producer maintains one facility in the United States for
manufacturing sheet vinyl fiooring. Estimated employment of production and
related workers was less than 4,000 in each year during 1981-83. Industry
sources estimate that the industry is currently operating at approximately
80 percent of capacity.

2



There is no U.S8. production of solid PVC sheet flooring. Rotogravure
products were produced by all the U.S. manufacturers during 1981-83, and all
used some form of chemical embossing. One manufacturer also uses mechanical
embossing. There is one U.S. producer of inlaid flooring; this firm is the
largest manufacturer of such flooring in the world.

Foreign industries

Sheet vinyl flooring is produced in at least 14 countries throughout the
world, but, with regard to importance in international trade, the primary
producers are located in Canada, the European Community (primarily West
Germany and the United Kingdom), Sweden, Japan, and, to a lesser extent, Korea
and Taiwan. Sheet vinyl flooring is also produced in Brazil, Australia, and
Yugoslavia. Of the three, only Yugoslavia exports, and that is to Europe
alone. A more detailed discussion of the major industries follows.

Canada.--There are two producers of sheet vinyl flooring in Canada, one
of which is a subsidiary of the largest U.S. producer. Both produce
rotogravure flooring, and one produces inlaid. Production is concentrated in
goods for the residential market, including the manufactured homes submarket.
Both producers export to the United States. The Canadian industry is believed
to be operating at or near capacity.

Europe.—-There are 12 major producers of sheet vinyl flooring in Western
Europe, located in Sweden, West Germany, the United Kingdom, the Netherlands,
Belgium, Ireland, Switzerland, and France. At least three of these producers
manufacture solid PVC sheet flooring, and most produce rotogravure using
chemical embossing. No inlaid vinyl flooring is produced in Europe. The
European industry suffers from chronic overcapacity and is estimated to be
currently operating at about 50 percent of capacity. Exports and the

development of potential export markets are particularly important to these
manufacturers.

Japan.—-There are eight producers of sheet vinyl flooring in Japan. Five
produce solid PVC sheet flooring for commercial use, five produce rotogravure
for residential use, and two produce inlaid sheet. This inlaid sheet is sold
for domestic use only and is the only inlaid production in the world not
connected to the U.S. manufacturer of inlaid sheet vinyl floor coverings. The
four largest manufacturers of all types of sheet vinyl flooring together
account for approximately 85 percent of production.

Republic of Korea.--There are at least three manufacturers of sheet vinyl
flooring in Korea, with the two largest together accounting for about
95 percent of production. Production is limited to rotogravure sheet intended
for the low end of the residential market.

Taiwan.--There are not more than four manufacturers of sheet vinyl
flooring in Taiwan. Production is limited to rotogravure sheet for
residential use. The industry is export oriented.

Other countries.--Sheet vinyl flooring is produced in Australia, Brazil,
and Yugoslavia. 1In all cases, production is of rotogravure for residential
use. The Australian producer is a U.S. subsidiary; production is intended for

3



the local market. Similarly, the Brazilian product is marketed only in Brazil.
Sheet vinyl produced in Yugoslavia is marketed throughout Europe.

Market Profiles

For the most part, the major markets for sheet vinyl flooring are the
developed countries. The United States is the single largest market for these
products in the world, followed by Europe, Canada, Japan, and Australia.
Because sheet vinyl flooring is a relatively expensive alternative to other
textile and nontextile floor coverings, as well as the option of no floor
covering at all, and requires a more complicated installation, the developing
countries represent only limited potential markets. A more detailed
discussion of the major markets follows.

United States

Table 1 shows estimated U.S. producers' shipments, exports, imports, and
apparent consumption of sheet vinyl floor coverings during 1981-83. Estimated
apparent U.S., consumption declined from 137 million square yards, valued at
$473 million, in 1981 to 128 million square yards, valued at $458 million, in
1982 and then increased to 155 million square yards, valued at $552 million,
in 1983, for an overall increase of 13 percent in quantity and 17 percent in
value. U.S. producers' shipments followed a similar pattern, declining from
1981 to 1982 and then rising to an estimated 150 million square yards, valued
at $565 million, in 1983, representing an overall increase of 7 percent in
quantity and 13 percent in value. Exports, which accounted for 6 to 8 percent
of producers' shipments, declined from an estimated 11 million square yards,
valued at $40 million, in 1981 to 9 million square yards, valued at
$34 million, in 1983. Canada was the largest export market, accounting for
more than two-thirds of U.S. exports annually.

Imports rose from 8 million square yards, valued at $13 million, in 1981
to 14 million square yards, valued at $21 million, in 1983. In 1983, imports
accounted for 9 percent of the quantity and 4 percent of the value of apparent
consumption, up from 6 percent of the quantity and 3 percent of the value in
1981 and 1982. Canada was the single largest source of imports, accounting
for nearly 60 percent of the value imported in 1983. West Germany, Sweden,
and the United Kingdom were also major suppliers, together accounting for more
than 34 percent of the value imported.

Rotogravure products accounted for approximately 75 to 80 percent of the
U.8. market (116 million to 124 million square yards in 1983), with inlaid
sheet accounting for most of the remainder. Sales of residential flooring
account for 85 to 90 percent of the market (132 million to 140 million square
yards in 1983). Included in this percentage are residential sales for .
manufactured housing, which account for approximately 6 percent of the market
and sales to do-it-yourselfers which account for less than 10 percent of the
market. Heavy commercial use accounts for 5 to 7 percent of the market, with
light commercial use accounting for the remainder.



Table -1.--Sheet vinyl floor coverings: U.S. producers' shipments, exports,
imports, and apparent consumption, 1981-83

yantity in millions of square vards; value in millions of dollars

: : : : :Ratio of imports
: Producers' : : : Apparent : to apparent
Year : shipments 1/ : Exports 1/ :Imports ¥/ :consumption 3/: consumption
: : : (percent)
f Quantity
1981-—-: 140 : 11 : 8 : 137 : 6
1982—--: 130 : 10 : 8 : 128 : 6
1983——-: 150 : 9 : 14 : 155 : 9
f Value
1981-—-; 500 : 40 : 13 : 473 3
1982-—: 480 : 34 : 12 : 458 : 3
1983 -——-: 565 : 34 : 21 : 552 : 4

1/ Estimated by the staff of the U.S. International Trade Commission on the
basis of estimates supplied by the U.S. industry.

2/ Estimated on the basis of official statistics of the U.S. Department of
Commerce.

3/ Estimated.

Source: Producers' shipments and exports, based on responses to the
Commission's "Questionnaire for Producers"™; imports, based on official
statistics of the U.S. Department of Commerce.

) Distribution of U.S. products tends to be tightly controlled. The four

manufacturers rely on single-supplier wholesalers to distribute from 75 to
100 percent of their production. 1/ No more than 10 percent of any
manufacturer’'s production is sold directly to retailers, and most of that is
sold through home centers. 2/ The remainder is distributed directly to
contractors and manufactured homes producers. Importers tend to distribute
primarily through wholesalers other than single-supplier distributors, home
centers, retail flooring dealers, and contractors. In addition, some home
centers import directly.

Canada

Because there are only two Canadian manufacturers, one of which is a U.S.

subsidiary, confidentiality restrictions prohibited the collection of data

concerning the size of the Canadian sheet vinyl flooring market. The Canadian

1/ Single supplier distributors or wholesalers are "captive" distributors
that handle the sheet vinyl flooring products of one and only one producer.

2/ Home centers are retail stores, usually chains and often discount chains,
that sell a combination of goods such as hardware, lumber, and home and garden

products and furnishings. 5



market is reported to be similar in composition to the U.S. market, consisting
primarily of rotogravure flooring for residential use. The two domestic firms
and imports from the United States are believed to supply the bulk of
consumption. The distribution of sheet vinyl flooring in Canada is said to
parallel that in the United States, relying heavily on single- suppller
(captive) distributors.

Europe

Consumption of sheet vinyl flooring in Europe totaled an estimated
100 million square yards, in 1983, valued between $350 million and
$400 million. The bulk of the market is believed to be rotogravure for
residential use, with the largest portion of the remainder being pure PVC
sheet for commercial use. As indicated previously, the European industry is
operating well below capacity and as a result is highly competitive. Imports
account for very little of European consumption, although any inlaid flooring
could be presumed to be supplied from the United States.

The primary method of distribution in Europe is reportedly through
wholesalers other than single supplier distributors, allowing sales by more
than one manufacturer through a single wholesaler. Such a distribution
pattern is another manifestation of the keen competitive situation.

~

Japan

Estimated apparent consumption of sheet vinyl flooring totaled nearly
60 million square yards in Japan in 1982. Approximately 76 percent of
consumption was accounted for by rotogravure sheet for residential use,
21 percent was PVC sheet for commercial use, and the remainder was inlaid
sheet. Domestic production accounted for about 95 percent of consumption.
U.S. products accounted for the bulk of Japanese imports of sheet vinyl
flooring.

The distribution system in Japan is a complex, multilevel set of
wholesalers and distributors that is often more reliant on historical social
relationships than economic factors in determining sources and purchasing.
Furthermore, distributors are reluctant to carry imported lines, fearing
interrupted or delayed delivery. These factors tend to contribute
significantly to the low import penetration in the sheet vinyl market.

Australia

Approximaetely 10 million square yards of sheet vinyl flooring was sold in
Australia in 1983. The market is primarily rotogravure for residential use
and inlaid for residential and commercial use. This market maintains a high
potential for growth. Once supplied primarily from the United States and
Europe, the market in Australia since 1981 has tended to rely on local’
production and a greater volume of imports from Asian producers.



Korea

Apparent consumption of sheet vinyl flooring in Korea in 1982 was an
estimated 6 million square yards. Domestic production accounted for
approximately 95 percent of consumption, and imports from the United States,
for 95 percent of the remainder. The domestic product is residential

rotogravure, with imports being primarily inlaid for commercial use and some
pure PVC commercial sheet.

Taiwan

An accurate estimate of the Taiwan sheet vinyl flooring market is not
available. However, imports accounted for an estimated 67,000 square yards,
valued at $143,000, in 1982 and 73,000 square yards, valued at $157,000, in
1983. Imports from the United States accounted for three—quarters of the
total, with imports from Japan accounting for most of the remainder.

Other markets

Although there certainly are now, and have been, opportunities for the
sale of sheet vinyl flooring in most countries throughout the world, according
to industry sources, these markets are severely limited in most cases. 1In
newly industrializing countries, the market for these goods is just
developing, but in most cases, imports are restricted in order to protect
developing domestic producers of sheet vinyl flooring or similar competing
products such as vinyl tile (see nontariff barriers section). Therefore,
although there is a market for sheet vinyl flooring in countries such as
Brazil, India, Mexico, the Philippines, and Saudi Arebia, they are not
currently open to imports from the United States.

Customs Treatment and Barriers to Trade

U.S. customs treatment

The following tabulation show the current rate of duty which applies to
imports from those countries having most-favored-nation status (column 1), the
negotiated column 1 rate which will apply to such imports on or after
January 1, 1987 and currently applies to imports from least developed
developing countries (LDDC), and the rate applicable to imports from Communist
countries or areas (column 2) for TSUSA item number 728.2440, which covers all
types of sheet vinyl floor coverings imported into the United States:

TSUSA item No. Description Col. 1 rate Negotiated rate Col. 2 rate

728.2440 Sheet vinyl 6.5% ad val. "5.3% ad val. 40% ad val.
flooring -

Imports under TSUS item 728.24 (which includes statistical item 728.2440) are
currently eligible for duty-free entry under the U.S. Generalized System of
Preferences (GSP). The rates of duty shown above are lower than most other
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countries' present rates (see "Foreign customs treatment"” below). Only Japan
and Sweden (for certain products) approach this rate.

Foreign customs treatment

Sheet vinyl floor coverings are provided for under headings 39.02, 48.12
and 59.10 of the Customs Cooperation Council Nomenclature (CCCN) and item
93.902 of the Csnadian Tariff Schedule. Heading 39.02 covers polymerisation
and copolymerisation products, which includes sheets made of polyvinyl
chloride (i.e., solid sheet vinyl flooring) and sheet vinyl flooring having
other than textile or paper backings. Heading 48.12 covers floor coverings
prepared on a base of paper or paperboard, whether or not cut to size.
Heading 59.10 covers materials prepared on a textile base in a similar manner
to linoleum, whether or not cut to shape or of a kind used as floor coverings;
and floor coverings consisting of a coating applied to a textile base, cut to
shape or not. Finally, the Canadian provision 93.902 divides its coverage
into two categories, one covering foamed and expanded products (93.902-75),
and the other, all other sheet vinyl flooring products (93.902-81).

These products are dutiable at a wide range of rates throughout the
world, Tables 2 and 3 list the Canadian and the three CCCN provisions by
major world markets -and their current rates of duty. Table 2 shows the
most-favored-nation rate of duty (applicable to U.S. goods) by markets, and
table 3 shows preferential treatment with respect to duty rates given by the
subject countries.

All the countries shown in the first table except Brazil and Mexico
maintain a Generalized System of Preferences, though the various Governments
calculate the basis of preference differently and apply the preferential
treatment to differing sets of nations. The only two producing countries that
export sheet vinyl flooring and are likely to qualify for GSP treatment are
- Korea and Taiwan. The United States, Japan, and Australia extend GSP benefits
to imports from both Taiwan and Korea. Canada, the EC, and Sweden do not
extend such benefits to imports from Taiwan. In addition to GSP systems, some
countries have other special arrangements with nations located in the same
region or with nations to which the country maintains special ties, such as
former colonial relationships. Brazil and Mexico recognize the Latin American
Integration Association (LAIA), while the EC and Sweden belong to the European
Free Trade Association (EFTA). The EC and Sweden have further agreements with
closely related countries. The EC's Lome Convention provides the best duty
rate to any country or countries exporting to the EC. Nations that receive
this special treatment are the nations of the old colonial empires. Canada
provides for special treatment to British Commonwealth members.

Except in those cases where the duty rates are much greater than the
average developed country tariff rate, as is usually found for developing
countries, tariffs appear to exercise little effect on international trade in
sheet vinyl flooring. The U.S8. tariff is small compared with factors such as
transportation costs, patent licensing, historical supplier relationships, and
product quality in affecting imports. Similarly, duty rates applied to U.S.
exports by other developed countries appear less important than various other
factors, such as transportation costs, in determining trade. According to
gome sources, the importance of preferential treatment to trade in sheet vifiyl



Tahle'z.—-Sheet vinyl floor coverings:

Current .rates and negotiated rates

of duty, by types, and by selectéd countries

(Percent ad valorem)
Current rate of duty -
applicable to imports

: Negotiated duty rate

: from most favored nation's :

Country :
Australia: .
39.02——-— - : 30.0%
48,12 : 20.0%
59.10————- ' --: 20.0%
Brazil: :
39,02 m e : 170.0%
48 .12 ¢ 185.0%
59.10-————— e - : 185.0%
Canada: :
93.902-75————=————m e : 14.7%
93.902-81-———-—————————mm : 15.0%
EC: : '
39,02~ 14.,7% 1/
48.,12-———————m e : 12.1%
59.10 T 2 6.7% 2/
Japan: :
39.02- - ————=: 5.3%
48.12-—————m e : 4.9%
59.10~——- —— ——==: 6.6%
Mexico: ' :
39,02~ : 25.0%
48,12 ———mmm e e : 50.0%
59.10- - -==—=-==: 50,0%
Republic of Korea: :
39.02- - : 30.0%
48,12~ : 30.0%
59.10 e : 40.0%
Sweden :
39.02-—————————mmmr e -1 12,5%
48,12 et 4, 4%
59,10 : 7.5%
Taiwan: 3/ :
39,02 45.0%
48,12 —m e e g 50.0%
59.10———————— e 50.0%

: 12.0%
: 3.8%
: 5.6%

1/ Except Greece, 18.8 percent ad valorem.

2/ Except Greece, 8.9 percent ad valorem.

3/ Duty rate is assessed at 110 percent of the c.i.f. value.



Table 3.——Sheet vinyl floor coverings:
offered by selected countries

10

Pfeferential tariff treatment

Country and item No.

.

f Preferential treatment

Duty rate

Australia:
39.02

48.12, 59.10

Brazil:
59.10

Canada:
93.902-75

93.902-81

EC:

Japan:

39.02, 48.12, 59.10-<———-
Mexico:

39.02, 48.12, 59.10-———-—-
Sweden:

39 . 02 [ 48 . 12 ’ 59 . 10-‘--‘"-'

39,02, 48.12, 59.10----—:

s sv ea e

e o8 en en

.
.
.
.
.

.

GSP 1/ (rate based on
f.o.b. disembarka-
tion.)

GSP (rate based on
f.o.b. disembarka-
tion.

Latin American Integra- :

tion Association
(LAIA) 2/

British Commonwealth

Generalized Preferen-
tial Treatment
(GPT) 3/

United Kingdom and
Ireland.

British Commonwealth

GPT 3/

United Kingdom and
Ireland.

Cooperation agreements
with mediterranean
countries.

European Free Trade
Association 4/

Lome Convention II

GSP 5/

GSP
LAIA

Special agreement with
EC

: EFTA
: GSP

LYY

s e se se

.

Percent ad valorem

20.

10.

Various,

Various.

Free.

Various.
Free.

Do.

Various.

: Free.

: Do.

: Do.

1/ Generalized System of Preference (developing countries except imports

from Taiwan under 39.02).

2/ Mexico end South America, except French Guxana. Guyana, and Surinam.
3/ Eligible developing countries.
4/ Austria, Switzerland, Norway, Sweden, Finland, Iceland.
5/ For item No. 59.10, the EC imposes an annual duty-free quota of 11 metric
tons per country (see EC publication L362, p. 154, col. 7).
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flooring is also questionable. For example, Taiwan and Korea are the only
exporting producers that generally receive GSP treatment, and exports from
these countries are to date minor for most markets. However, according to
some U.S. exporters, all other factors being equal, the special treatment
accorded eligible imports from developed countries by developed markets, such
as the EFTA, could place U.S. products at a slight cost disadvantage to
competitive imported products in those countries' markets.

Customs valuation systems and bases

In order to ascertain the dutiable value, customs must apply a specific
valuation technique, which generally consists of two steps: first, an
appropriate transaction price, cost of production, or other value is
established for the merchandise to be valued; then the value so established is
adjusted, if necessary, by adding dutiable charges not included and
subtracting nondutiable charges in order to arrive at the value defined by the
specific standard employed by the country.

The principal types of valuation techniques used by various countries are
as follows:

1. Valuation based on an import transaction price (usually
the invoice price);

2. Vealuation based on a transaction price in the domestic
market of the exporting country (this method is
frequently used when there is question about the true
invoice price and there is no like product in the
importing country);

3. Valuation based on a transaction price in the domestic
market of the importing country (this method is
frequently used when there is question about the true
invoice price and there is a like product in the
importing country);

4, Valuation based on cost of production data; and

5. Official valuation.

Place is particularly important in a valuation standard because of the
wide range of values that can result from a given transaction, depending on
the place specified. Alternate choices in use in various countries include
the factory or warehouse of the exporter, the principal market(s) of the
exporting country, the port of exportation, and the port of entry.
Determination of the price of goods at the factory or warehouse or at a
principal market in a foreign country places considerable burden on custom
officials who are in a poor position to dispute declarations made regarding
inland transportation and commission costs in the country of export. Thus, in
general, two approaches are applied to determine the customs value--f.o.b.
(free on board) port of export or c.i.f. (cost, insurance, freight) port of
entry. Under the f.o.b. valuation method, the costs of producing the goods,
inland transportation, and insurance charges to the port of export (and
frequently, loading costs associated with placing the goods on board the
carrier) are reflected. The c.i.f. method reflects all of the above plus the
cost of international transportation and insurance incurred to get the goods
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